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SUBJECT: IRS RULING ON TAX LIABILITY ON PRODUCTION 
SHARING CONTRACTORS 

REF: STATE 100074; JAKARTA 5389. 

1 . INDONESIAN AMBASSADOR RUSMIN NURYADIN, IN APRIL 23 
MEETING WITH ASSISTANT SECRETARY HABIB, EXPRESSED GOI 
CONCERN OVER IMPENDING IRS RULING ON TAX STATUS OF PAYMENTS 
TO PERTAMINA UNDER PRODUCTION SHARING CONTRACTS. HE 
WONDERED IN PARTICULAR WHETHER DEPARTMENT HAD BEEN 
CONSULTED BY IRS ON RULING. 

2. HABIB SAID THAT THE DEPARTMENT HAD NOT BEEN CONSULTED 
NOR INFORMED IN ADVANCE OF ANNOUNCEMENT OF RULING. THIS 
WAS NORMAL, SINCE IRS TAX RULINGS CUSTOMARILY RELATE TO 
DOMESTIC AFFAIRS. IN THIS CASE, HOWEVER, AS SOON AS WE 
LEARNED OF THE ANNOUNCEMENT, WE TOOK STEPS TO DRAW TO 
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CATIONS. WE ARE NOW DISCUSSING MATTER WITH TREASURY, AND 
MAKING OUR VIEWS KNOWN, ALTHOUGH AT THIS STAGE WE COULD 
NOT PREDICT OUTCOME. 

3. CONCLUDING, HABIB TOLD THE AMBASSADOR HE COULD ASSURE 
JAKARTA THAT WE WERE FULLY AWARE OF CONSEQUENCES OF THE 
RULING, WERE EXAMINING MATTER ACTIVELY, AND WOULD KEEP 
EMBASSY INFORMED. HE ADDED THAT PROBLEM INVOLVED NOT ONLY 
INDONESIA BUT A NUMBER OF COUNTRIES, SINCE PRODUCTION 
SHARING CONCEPT HAD BEEN ADOPTED BY MANY GOVERNMENTS. 

4. OUR COMMENTS ON JAKARTA REFTEL BEING SENT SEPTEL. SISCO 
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